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SUB J : GENERAL MOTORS RETURNS TO CHILE 
AND FORD PROBABLY NOT FAR BEHIND. 

1. SUMMARY. GENERAL MOTORS SIGNS AGREEMENT WITH CORFO TO 
ACCEPT RETURN OF ARICA PLANT AS OF MAY 1. 1974. GM WILL BEGIN 
ASSEMBLING PICK-UP TRUCKS, PROBABLY FROM ARGENTINA, BUT MAY 
SUBSEQUENTLY MOVE TO OTHER VEHICLES FROM OTHER SOURCES. WHILE 
FORD CASE MORE COMPLEX, PARTICULARLY AS A RESULT OF FORMAL 
INTERVENTION, LOCAL FORD REPS EXPECT THAT THEY COULD SIGN 
AGREEMENT WITH CORFO FOR RETURN OF CASABLANCE PLANT WITHIN 
TWO WEEKS. END OF SUMMARY. 

2. APRIL 12 EL MERCURIO GAVE FRONT-PAGE HEADLINE COVERAGE 

TO GENERAL MOTORS SIGNING OF CONTRACT WITH CHILEAN DEVELOPMENT 
CORPORATION (CORFO) TO START-UP ASSEMBLY OPERATIONS AT ITS 
ARICA PLANT. (GENERAL MOTORS LEFT CHILE IN DECEMBER 1971 
AND HAD BEEN LEASING ITS PLANT TO CORFO SINCE THAT TIME. 

PLANT WAS RENAMED COR- ARICA AND HAD BEEN USED FOR ASSEMBLY 
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FROM SEVERAL SOURCES, THUS PROVIDNG WORK FOR PLANT'S 300 
EMPLOYEES.) 

3. ESSENTIALLY, CORFO-GM AGREEMENT TERMINATES LEASING 
AGREEMENT AND STATES THAT AS OF MAY 1, 1974, GM WILT. BE 
RESPONSIBLE FOR PLANT AND PERSONNEL. GM MAY BEGIN WITH 
ASSEMBLY OF COMPLETELY KNOCKED-DOWN (CKD) TRUCKS IMPORTED 
FROM ARGENTINA AND WILL BE RESPONSIBLE FOR ANY CREDIT 
ARRANGEMENTS BETWEEN GM CHILE AND GM ARGENTINA. ASSEMBLY 
TO BEGIN AS SOON AS POSSIBLE AFTER MAY 1 AND MAY WELL EXPAND 
TO OTHER TYPE VEHICLES FROM OTHER SOURCES. GM OFFICIALS 
TOLD EMBASSY GM MOST INTERESTED IN LONG-RANGE ANDEAN GROUP 
POSSIBILITIES. DECISION TO RETURN ALSO BASED ON FACT THAT 
LITTLE OR NO NEW INVESTMENT IS REQUIRED. 

4. OTHER U.S. AUTOMOTIVE INTEREST (FORD) MAY BE RETURNED 
WITHIN WEEK OR TEN DAYS, ALTHOUGH FORD' CASE MORE COMPLEX. 
WHEREAS GM HAD ONLY TO TERMINATE A LEASE, FORD HAVING 
DIFFICULTIES DUE TO: (1) FACT OF FORMAL INTERVENTION AND 
DIFFICULTY OF RESOLVING FINANCIAL QUESTIONS; (2) FORD'S WISH 
THAT CORFO FIRE A NUMBER OF WORKERS BEFORE PLANT TURNED BACK; 
(3) PRESENT PEGASO ASSEMBLY OPERATIONS AT FORD'S CASABLANCA 
PLANT MUST BE TERMINATED; AND (4) NEED TO WAIT FOR AVAIL- 
ABILITY OF 1975 FORD MODELS AS CKD UNITS WILL BE BROUGHT 

FROM THE U.S. AND NOT FROM ARGENTINA. 

5. LOCAL FORD REPS TOLD EMBOFF THAT CORFO HAS BEEN PRESSURING 
THEM TO SIGN CONTRACT, USING GM AGREEMENT AS LEVER. HE SAID 
DRAFT AGREEMENT NOW BEING STUDIED IN U.S. AND ACCEPTABLE 
LANGUAGE EXPECTED TO BE FOUND SHORTLY. ACTUAL FORD OPERATIONS 
MAY TAKE LONGER, IN HIS OPINION, AS FORD UNWILLING TO TAKE 
POSSESSION OF PLANT UNTIL PEGASO ASSEMBLY TERMINATED. PEGASO 
NOW ASSEMBLING ONLY TWO UNITS PER DAY INSTEAD OF PROGRAMMED 
14. FORD HAS OFFERED CORFO TECHNICAL ASSISTANCE TO COMPLETE 
PEGASO ASSEMBLY OPERATIONS IN SHORTER TIME. FORD REPS 
ESTIMATE THAT IT MIGHT BE SIX MONTHS BEFORE THEY ACTUALLY 
BEGIN OPERATING PLANT. 
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